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. The primary reason for the existence of the community college is to 


provide educational opportunities to, the local adult constituency. Be-= 


cause of this, many and varied programs in ‘vAcational, ” technological, 


special interests, liberal arts and other programs have been developed. 
Through these programs there is a sonsiderab le. educational’ impact, pete 
expands apiartinities for people to su ooe the art of making their lives 
more meaningful. ; : 

In addition us serving ites primary mission: of providing education, a 
college brings. money into the community. In recent years: educators aKa 


economists have begun to study the economic impact of colleges on their 


‘communities. The American Council on Education took the leadership in: 


_developing a method to identify and measure. this rather obscure -but 6b- - 


vious presence ‘of economic effect. _ Their efforts were headed by two 


California economists, John Caffrey and Herbert: H. Laaacs. They identi 


“fied twelve areas of economic impact and SeTPEORE a system to. ‘measure | 


~ 


these impacts. Although the techniques of securing data are complex, the 


' areas of economic impact are deastionl- sad easily understood. , 


‘ The. impact of a community college does not fit-ail parts of the. ° 


Caffrey-Isaacs model, because certain financial aspects ‘are different . 


‘from four-year colleges. This study adapted the Caffrey-Isaacs model to 
3 , . @ 


the unique characteristics of community college districts in Illinois by 
using seven of the twelve models of research which were appropriate .for 


the community colleges.- These seven models were: 
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1. College-Related Local Business Volume 


2.' Value of Uocal Business Property Committed to College-Related 
ae Business teens Oe 

ae i 3 ‘ \. 
' 34 Expansion of Local Banks’ | Credit Base 


Re college-Related Revenues Received by Local Governments 


- 


5. Operating Cost of Government-Provided Services Allocable to 


Bry, 


College-Related Influences 


\ 


6. \ Number of Local Jobs Attributable to the Presence of the College 
\ 


7. “personal Income of Local Individuals from Col lese-Related Jobs 


. and Business Activity. 


The need to Study economic ‘apact. of ommunity aolleges in T1linois 


‘was identified by the ICCB Research Advisor Council (RAC) through, a sur-: 


- vey of research needs- and ariantetes of tap. administrators ‘in waitimaaee 


colleges. ‘the highest priority research nged of all sich aiceratans was ° 


\ 
\ 


\ mpact studies of the community. GOLTSRS: on both See the . com- 


\t ity. Asa result of this pandane the RAC Poin’ a gouetad. subcommit= 


eee to develop a\procedure for condyeting economic impact ecndsen in com- 
ma colleges. This project was an outgrow See the work of that sub- 


“bt 
ittee and the several community ‘golleges that voluntarily chose to 


participate 1 in this effort. 
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HIGHLIGHTS OF THE ECONOMIC IMPACT, STUDY >. 
ey 
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This study was concerned ‘with the economic decane of community ecol- 
leges in Illinois upon: their stays: caused by the finahoial expendi- 
tures of heme, The popalatin of the “study was six selected. com- 
unity colleges .representing districts with varying size, number of’ stu- 
dents, expenditures, populatin Characteristics, and locations within the 
State. The PaeeRes of the study was to determine how great the financial 
anenee was and in what ways the economic impact was manifested in the 
districts ean FY ‘1978, which extended from duty ae 1977 to June 30, 
1978. Consideration was, not given to the ‘financial benefits received by 
” persons who improved’ their earning powers by completing programs or 
courses at the community colleges. 

PAs _ The study is significant in that it is one of the few studies of 
economic impact done of a community college in Illinois. It is 
is first time a group of colleges has been researched in the 
‘same, economic impact study producing comparative data.’ The 
study also. analyzed various factors which influenced the econom- 
ic ‘impact. The: results indicate there were characteristics of 
faculty, students, aa financial expenditures of the college 
itikeh influenced the economic impact that a college has on the 
district. 

_ a 
ee The study revealed there was a large positive economic impact 
‘ener each of the six donnie: especially upon total business 
volume created by the college's expenditures. Business volume 


refers to the dollar value of business transactions in the dis- 


trict created by the expenditures of the college. 
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The results indicated the range of positive impact in the dis- 


tricts was from $2.49 to $3.62 per dollar spent by the col- 


; leges. -The total business volume created by the expenditures of 


the six: colleges was $148, 779,000 on the six districts. The | 
averdge impact on business volume was $24,797,000. 

Another significant seoremie conkribueion ‘ee the colleges to its 
community was the aveaheion of local panies? credit base because 
of college related deposits. Community college deposits and de- 
posits of its personnel expand the ability of the local banks to 
make loans _for homes,. cars, and other large cost items. The 
largest of the colleges studied showed an average balance in 
banks, that when combined with deposits of faculty and other 
staff, increased the aredit base of banks more than $14 mil- 
lion.. This was a conservative impact figure for the district 
because it did not included the expansion of the credit base of 
credit unions and savings and loan institutions where staff and 
students might have had otis) The smallest economic impact up- 
on credit base in the study showed an expansion of the credit 
base by more than $1.3 million. The average economic impact of 
the six community colleges on the credit base of local banks was 
$5,236,000. This is a valuable asset which creates money for” 
wine toda expenditures. 


The study of impact upon the local government revealed both 


positive and negative seonomtG impacts. This was expected be- 
cause faculty living ina community require services such as ed- 
ucation, fire Protection, police protection, and upkeep of 
streets, which impose a negative| economic impact upon the com- 
munity. 
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The community colleges are a source of many jobs in the dis- 


tricts. Not only are there jobs directly related to the col- 
leges, but jobs are created because of the economic impact of 
the expenditures of the college and those who work at the col- 
i] 

lege. The findings of this study estimated 9,209 jobs were .a 
result of the expenditures of the six community colleges. 

An extremely interest 4 aspect of the research was the compari- 
son of economic impact in the various areas with the total ex- 
penditures of the college. Some colleges had a greater impact 
per dollar expenditure than other colleges. The research iso- 
lated some of the influending variables to be: percent of staff 
living in the district, percent of salaries spent within the 
district, percent of college. funds expended in the district, 
percent of student body which was full-time, and amount of funds 
deposited in banks in the district. 

Based on the assumption that the results of the Local Business 
Volume Impact of the six colleges were fairly representative of 
all community ‘colleges in Tllinois, a projected impact of 
business volume on all local community college discpeats in 
Tllinois would be over $850 miliidn. The impact of all com- 
munity colleges on the business volume of the State would be 
considerably higher than $850 miltion because most of the 
college-related out-of-district ex enditures, which did not 
contribute to the impact on the iades. district's business vol- 


ume, would be spent in Illinois. Hence, the expenditures would 


contribute to the State's. business volume. 


College A 
1 College Related 
siness Volume $42,428,000 
Ratio of Business Vol- 
ume \to College 
Expenditures 2-19 


Retio of Business Vol- 
" ume to Local Revenue 4.35 
\ 
B-2 Value of Local Busi- 
ness Property Committed 
to Collegé-Related 
Business $48,939,000 
Ratio of Businese Pro- 
perty to College 
‘ Bxpenditures 3. 21 
Ratie of Business 
‘Property to Local 
Revenue §.02 
B-3 Expansion of 
Local Banks’ 
Credit Base $14, 488,000 
Ratio of Expanded Banks’ 
Credit Base to 
College Expenditures 95 


Ratio of Expanded Banks’ 
Credit Base to 


Local Revenue 1.49 


G-1 College Related 

Revenues Received by 

Local Governments $ 62,000 
Ratio of Revenue 


Recetved to College 
Expenditures lu 


Ratio of Revenues 
Received to Loca) 
College Revenue 


\ . 
College B 


$22,635,000 $29,472,000 


29, 682,000 


$ 1,326,000 $ 8,451,000 


$ 1,136,000 $1,551,000 $ 


[ TABLE 1 


SUMMARY OF ECONOMIC IMPACT DATA 


College C College D 


$20,067,000 


2.49 3.26 
b.40 4.50 
$42,058,000 $20,166,000 


"3.55 


College E 


$23,769,000 


3.18 


13.43 


$25, 300,000 


3.28 3.39 

6.27 4.62 14. 30 
$ 2,986,000 $ 5c 00 

iz 4g 3a 
1.26 .67 1.42 
755,000 $ 698,000 

13 12 12 
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ae 


College F 


Total 


f 


Average 


$10,408,000 $148,779,000 $24,797,000 


3.62, 


T.17 


3.02 


6.57 


$ 9,134,000 $175,297,000 $29,213,000 


3-18 


6.29 


3-37 


7-30 


$ 1,664,000 $ 31,418,000 $ 5,236,000 


$ 


-58 


Sa 


1.05 


452,000 $ 6,954,000 $ 1,159,000 


-16 


13 


College A 


_ 6-2 Operating Cost 
of Local Government 


*. Services and Public 


Schools - $ 1,610,000 
Ratio of Operating 
Cest to College 
Expenditure ell 
Ratio of Operating 
Cost to Local 
Revenue -16 
I-1 Number of Jobs At- 
tributable to the Pre- 
sence of the College 2,775 
Rat to ef Number of 
Jobs to Col lege 
Expenditures -00018 
Ratio of Number of 
Jobs to Local 
Revenue 00028 
I-2 Personal Income 
of Local Individuals 
‘om College-Retated 
3 and Business 
Activities $22,720,000 
f 
Ratio of Personal 
Income to College 
Expenditures 1.49 
Ratio of Personal 
Income to Local 


Revenve 2.33 


TABLE 1 


SUMMARY OF ECONOMIC IMPACT DATA (Continued) 


College B College C 


$ 419,000 $ 1,526,000 
-05 13 

-10 23 

1,178 2,006 
-00014 -00017 
-00029 0003 

$ 9,574,000 $16,523,000 
1.16 1.39 

2.38 2.46 


College D College E 


$ 633,000 $ 573,000 
-10 08 

a) 32 

1,198 . 1,828 
.00019° 00019 
-00027 -00081 

$14 9000 $12,988,000 
»] 1.68 1.73 
2.32 7.34 


College F 


$ 343, 000 
«12 

-2h 

628 

«00022 


- 00043 


$ 5,320,000 
1.86 


3.67 


Total Average 


$ ee $ 851,000 
-10 

-20 

9,209 1,536 

-00018 

acu 


$ 77,487,000 $12,925,000 


1.35 


3.41 


Introduction 


w 
The expansion in the number of community colleges durng the late 


1960's and early’ 1970's was caused primarily by the enactment of the 
Illinois Public Junior College Act of 1965 and the leadership of people 
in local areas. Since then, the people of local districts have invested 
their time, energy, and money to have good local community selieeess The 
state has contributed also, but a large portion of the funds to operate 
the colleges was supplied through local taxes paid by the people and tui- 
tion and fees paid by students. . In general they are proud of their col- 
lege and recognize’ the value of having higher education available local- 
ly. Because of the programs of the college, people receive training in 
varied areas and are better prepared to meet the needs of industry, pub- 
lic services, and life in an increasing technological society. 

In recent years there has been increasing pressure from the public 
and legislators for the community colleges to be more “accountable" for 
what they are doing. Pressure has increased for colleges to justify 
their need for increasing funds even though the increases were caused 
primarily be escalating inflation. This caused colleges to take a new 
look at all the advantages they provided and to justify to a greater de- 
gree the reasons they were important to the community. Educational, cul- 
tural, and aesthetic benefits were generally recognized by the public, 
but in addiiton there were significant economic advantages provided by 
the local college. With the’ development of the community college, jobs 
were created, people moved to the community to work at the college, and 
more money was a local businesses. Though the economic benefits 


were not mention often, they have had a considerable impact upon the 


community. 


I] 


Purpose 


There was a need to study the economic impact of community colleges - 


to be able to inform the public about an important value of the community 


college in their district. This study was an effort to prepare this kind 


of information. To do this six community colleges were selected with the 
purpose of estimating and alalyzing the economic impacts on each district 
during the 1978 fiscal year which wawenaad from July 1, 1977 through June 
20, 1978. The research was concerned with the economic impact of the 
money spent by the colleges. Does the money leave the district? Does 
the money actually have an effect upon the district? if so, how does it 


affect the district, These were the kinds of questions the study at- 


tempted to answer. 


\ 
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Theory Base 


Fundamental to this research is the theory that for each dollar spent 


for goods, services, and sitaries Bycan institution or business, there . 
will be many who ‘benefit directly or indirectly from the original eX- 
eanantube: For example if a ‘college buys equipment for a elassroon, a 
salemian receives # comission; the manutwdtured benefits; and indirectly 
the producers of iron, on plastics, and other materials used in the 
equipment realize a profit re the money apent for the finished product. 
The benefits of additional money in a district are many and varied. 
Qa the — of a iat) college, - the money ies ap -paleries may be 
| spent locally for rent, mortgage payments, groceries, services, other 
goods or. placed in savings. “Although the general thought is that mer-_ 
suits and canada wee the beneficiaries, many abiurs receive benefits 
also. The money deposited in both savings and checking accounts allows 


the bank to make more money available to people to finance homes, cars, 


and other large-cost items. Increased values and new properties increase 


~.the tax money: and broaden the base for local government services. Figure 


1 indicates cash flow within a community. - 

the community Gollege, in considering the total economic relationship 
with the surrounding community, , also causes. some disadvantages. ‘Fire 
protection, electricity, sewage disposal, and road maintenance are only a 
few. of the services which May be necessary for the local government to 
provide. Additional people in an area create a need for new housing, Sat 


the additional children may create an added burden for the local schools. 


IZ 
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Methodology 


The model used for this study was developed by economists John 
Caffrey and Herbert Isaacs in 1971 for the American Council on. Education 
with the expressed purpose to aid colleges and universities to determine 
the economic impact on their areas. Three major environments--local 
businesses, local governments, and local individuals of the college 
district--were examined. Seven sub-models were defined to simplify the 
system for collecting and analyzing information. (Figure 2) 

Six ata were chosen for the study. They were selected as being 
representative of the community colleges in Illinois. One is totally 
within Cook County. Another is a district with one of the largest en- 
rollments in the state and is located in a suburban area of Chicago. The 


others are spread throughout, Illinois with varying industrial and voca- 


tional characteristics. Two of the aclieuss are located in the southern 
part of the state, one with a very small enrollment, and the other with a 
sizeable enrollment. 
Financial information concerning local businesses, local govgérnments, 
faculty, staff, and. students was researched. Business records of the 
colleges were used to obtain information about the spending patterns of 
the colleges. Data concerning the financial er of businesses and 
governments were obtained from state records and United States Census 
7 
Bureau information. To identify Living and spending patterns of faculty, 
staff, and students, a representative sample of each group was surveyed, 
The instrument used to collect information from faculty, staff, acid 


students was a variation of the questionnaire recommended by the American 


Council on Education. The format was changed by eliminating some items 


~ 
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and varying content to adapt it to the population of the community col- 
lege. For mane: a question concerning housing included reference to 
dormitories and to sorority-fraternity housing which were non-existent at 
the community colleges. Consequently, this item was deleted from the 
questionnaire. Also, an effort was nade to word the questions very. care- 


fully to remove any hesitancy to answer questions which might be personal 


and to encourage a good rate 6f return of the survey instruments. 


Annual Estimated Impacts 


The following apinnaiions and results are given on a model-by-model 
basis. As indicated previously three major . deahe were studied: 
Coumanene, government, and individuals), with a total of seven sub-models 
used to estimate the economic impact. The mathematical equations for 
‘each model is contained in Appendix A. 

Model B-1 COLLEGE-RELATED BUSINESS VOLUME. 

This variable includes local expenditures by the college, facul- 
ty, staff, and students; puvohawes: Losaliy by local business in sup- 
port of their college-related business; and: local business volume 
stimulated by college related income by local individuals other than 
college employees. | . 

College-Related Local Expenditures were computed by examination 

of college business records and by using information about 

faculty-staff expenditures obtained from surveys of faculty and 
staff to determine the proportion of those groups living in the 
district and the proportion of their income which was spent in 


‘the district. Student local expenditures were computed from 


15 


survey information from students. Full-time student expendi- 


tures included meals, transportation, entertainment, textbooks, 

class supplies, and miscellaneous: expenditures. Part-time stu- 

dent expenditures included only transportation, textbooks, and 

class supplies. | | 

Purchases Locally by Local Businesses in support of their 

college-related business refers to business beyond that which 

was normal and which was caused by college expenditures. mit 
was computed using a matttpiier: The range of the multiplier 

Suggested by Caffrey and Isaacs was $.15 to $.30 per dollar ex- 

penditures by local residents in local businesses. So that the 


study reflected a conservative estimate, $.15 was used as the 


multiplier. [ 
-Uocal Business Volume stimulated by college-relatedy income re- 


férs to expenditures by local individuals other than faculty, 


‘ staff, or students; and which were made possible by original ex- 


penditures of the college. For example, if the college buys 
equipment at the local hardware store, it allows the owner of 
the air vl store to increase his purchases from other mer- 
chants. Business is increased at several merchants because of 
the original expenditure. The multiplier range ‘suggested for 
this formula was $.60 to $.80 per dollar of expenditures by 
local. residents in iodad. business Paravidemnantiss The figure 


$.60 was used again to provide a minimal estimate. 


. : ~e 
The following figures represent the estimated college related © 


business volume because of college expenditures. 
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College A $ 42,428,000 


if College B 22,635,000 

y / College C 29,472,000 

F College D 20, 067,000 

J College E 23, 769,000 

/ College F 10, 408, 000 
f total | $148, 779, 000 


Mod¢l B-2 "VALUE OF LOCAL BUSINESS PROPERTY BECAUSE OF COLLEGE-RELATED 


' BUSINESS. 


There are two parts. to this sub-model. One is the value of 


local business real property committed to college-related business, 
| and the adios is the value of local business inventory attributable 


to oollege-related business. 


Value of: Business Real Property was estimated. by seeing the 


ratio of the college-related business volume to Vouat business 


volume, which was estimated from sales tax collected by the. 


state from each county. This ratio was applied to the assessed 
Value of local business real property obtained from the Depart- 
hank of Local Government Affairs, State of Tiiinois, By using 
the ratio of assessed value to real market value, the assessed 


value was converted to real or actual yalues. 


Value of Business Inventory committed to college-related 


business was computed by multiplying the college-related local 
business volume times ‘a locally used inventory-to-business 


volume ratio which was provided by Caffrey and Isaacs. 


The following figures represent the estimated value of local business 


_ property because of college-related business. 
ne : 5 {tne cunineciines bitte Sages + Sei | ? es 
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College A $ 48,939,000 
College B . 29, 682,000 


College C ; — 42,058,000 


College D 20,166,000 
“=e College & 25, 300, 000 
| Soliege F —--_9, 134,000 

Total $175, 297,000 : 


Model B-3 EXPANSION OF THE LOCAL BANKS' CREDIT BASE RESULTING FROM 
COLLEGE-RELATED: DEPOSITS. _ 


Banks are able to make loans because ‘of the money in checking 


” 


(demand) and savings (time) accounts of people in the community. ‘The 
Federal Reserve System requires that a oat ein ameane of deposits be 
placed in reserves by each -bank. Local banks are fequfvad-to kang: on. 
reserve .03 of their time deposits. The ‘requirément on demand de- 
“posits varies between .07 and 175, depending ‘upon the amount of de- 


posits. Banks, in general, do not lend money to the limits “es-- 


tablished by the Federal Reserve System, “keeping more money in re- 


serve’ than is required. So that’ estimates were conservative,. this 


study assumed .10 of time deposits: and .20 of demand deposits we 
held in reserve. We 2 fie Ft 


 ~ 


a : 
The average amount which colleges deposited with the banks was 


knead from college records while the amounts “in, deposit by faculty 
and staff were computed on the basis of average balances. of people in 
the community and the proportion of faculty and staff living in the 
district. For the computation of deposits attributed to students 
only full-time students. were considered doings an average of $50.00 


° 


per student. - 


The following ses See were the estimated expansion, of local adks* 
credit basé due to ap tines related deposits. Hagause of problems ‘in ob- 
taining similar information from qredit unions and ‘savings and loan zo 
stitutions, these types of lending institutions were omitted making the 


“over-all expansion « of credit base very Heqaaivatiuer. 


oo -. Colldge-® ; $14, 488,000 
College Bo 1,324, 000 

College é 8,451,000 

: College a 2,986,000 
"College E \ 2,505,000 


‘ college’ F \ 1,664, 000 


Total . poe $31, 418,000: 


\ 
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Model G-1 - COLLEGE “RELATED REVENUES RECEIVED BY pope GOVERNMENTS . 


te 


j This varias includes catisis of college-related. “taxes, sa 
tax “revenue, motor fuel. ‘tax’ ae incom vas returned- to/ local 
governments as a east of college-related local purchases, - and~ state 
and federal aid to ieoal governments allocable be the presence of the 


, 


college. 
College-Related Real-Estate Taxes are the sum of real-estate 
taxes paid by faculty and staff and real-estate taxes paid to 
‘local governments by local businesses for fe property al- 
locable to college-related busitess: | 
Sales Tax Revenue aid to Local Governments was eacaibed? by 
multiplying the proportidn of population of \a county ‘inde, alas 
within a acliexs district: times the amounts\ of sales tax oa 
turned to each‘ county in the college iateiek: Records of the 


Illinois Department.of Revenue provided sales tax information. 


State and Federal Aid to Local Governments is composed of aid to 
public schools based upon the number of children of faculty and 
staff; and shared income tax and motor fuel tax funds based upon 
State of Illinois records. 


The estimated revenues received by local governments are as follows: 


College A $2,162,000 
College B 1,136,000 
College C 1,551,000 
College D 755,000 
College E 898,000 
College F 452,000 
Total $6,954,000 


Model G-2 OPERATING COST OF LOCAL GOVERNMENTAL-PROVIDED MUNICIPAL 
_AND PUBLIC SCHOOL SERVICES ALLOCABLE TO COLLEGE-RELATED 
INFLUENCES 
The focus of this study as a whole was upon economic benefits 
which were a result of the community college. However, as there are 
additional funds for ioeal governments because. of money spent by 
staff of a college, local governments have increased costs for 
maintaining public services and. providing educational progres 
created by the increased number of people. ‘This sub-model deals with 
a negative aspect of impact by considering the costs generated by 
additional people in the community. It includes operating costs of 
“local. governuenp provided municipal services allocable to 
college-related influences and operating costs of local public 


schools allocable to college-related persons. 


: Operating Cost of Government-Provided Municipal Services was 
computed by multiplying the proportion of college-related people 


of a county within the college district times the cost of gov- 
ernmental services as revealed by publications of the Illinois 


Department of Local Government Affairs. 
Operating Cost of Local Public Schools si determined by cal- 
culating the average cost of educating a student in the district 
from records of the Illinois School Board and multiplying this 
amount times the number of children of faculty and staff of the 
aotlexk | | 


The operating cost of these services by local governments and school 


districts was. estimated to be the following. 


College A _ $1,610,000 

College B 419,000 

College Cc 1,526,000 

College D 633,000. 

College E _ §73,000 

College F __343, 000 

Total _—s.« $5,104,090 


Model I-1 NUMBER OF LOCAL JOBS ATTRIBUTABLE TO THE PRESENCE OF. THE 
COLLEGE. 


' This variable included two parts. The first variable was the 


‘number of faculty and staff positions with the college. The second 


. was the number of full-time jobs attributable to the total local 


expenditures which can be associated with the college. 


Number of Faculty and Staff Positions was compyted by summing» 
the full-time employees and the full-time equivalence of 


part-time employees — the college. The sum was used as the 


. 
_ fumber of employees at the college. 


Number of Jobs Attributable to the College-Related Local Expend- 
itures was computed by totaling the college-related local ex- 
penditures and papati ne costs of local governments) and 
‘-multiplying this total expenditure by .00007, a coefficient 
representing the number of jobs per dollar expenditure. Gahteay 
and Isaacs suggested a range from .00007 to .00009; and as in 
' similar situations in this study, the conservative: figure was 
used. 
The following is the estimated number of local jobs, attributable 


. to the presence of the college. 


College A 2,775 , i 
College B 1,174 : 
College Cc 2,006 


College De 1,198 


College E 1,428 
College F 628 


otal gs 9,209 


Two ian’ a alee income were considered. The first was the 


Personal Income of Local -Faculty and Staff was computed by 


. Multiplying the gross compensation of all faculty and staff by 


the proportion of those employees living in the district. 


Personal -Income of Persons Other’ than Faculty and Staff at- 


tributable to college-related expenditure was computed by 
multiplying the college-related expenditure by the local figure 
for payrolls and profits per dollar of local expenditures. The 
coefficient for ‘chi local figure was taken from Caffrey and 
iieasa: who suggested a range from $.50 to $.60. The coeficient 


used was $.50 to be consistent with the use of other multipliers 


in this study. . 


The following was the estimated income of local individuals from 


a 


college-related jobs and business activities. 


College A $22,720,000 
College B 9,574,000 
College C 16,523,000 
College D_ 10, 362,000 
College E 12,988,000 
College F 5,320,000 
Total $77,487,000 = 
23 


| Results 
Model Bel, the College-Related Local Business Volume, estimated the 
'gix colleges to have an economic impact of $148,779,000 upon their 
districts. The total expenditures for the 1977-1978 fiscal year was 
. $51,781,000. This shows dive business dolunie generated to be three times 
the collegés' expenditures. This impact becomes even more significant 
when compared to the direct dollar investment by the people in the 
district. During the fiscal year 1977-1978, $27,715,000 was paid in the 
form of taxes, student fees, and tuition. Therefore, the impact of the 
eathececveiaved local business volume of $148,779,000 was 5.37 times the 
local investment in the college. In other words, for every one dollar 
expended by the people in the district directly in support of the college 
districts, $5.37 was generated in business volume. 

The above illustrates one of the more obvious positive economic 
impacts; and the study reveals the same was true for the Value of Local 
Business Property éonnittaa to College-Related Business, the Expansion of 
Local Banks' Credit Base, hunter of Local Jobs, and Personal Income of 
Local Individuals. However, positive economic -affects on local 
governments were not as significant when considered in light of the costs 
of local government. This was because the persons working in 
-college-related Anal eanus create liabilities by requiring governmental 
services as well as paying taxes to Sanne these services. Normally one 
would expect the positive economic impact and costs of government to be 
gpacewinating equal. Here, the positive impact is slightly larger. 
Other studies have shown the difference between the economic benefit for 


local’ government and the operating costs, in large part, was because of 


~ 


a 


faculty living out-of-district and not. requiring governmental services. 


e 


> fe 
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r-3 BUSINESS VOLUME VS. REVENUE/EXPENDITURE 


r 


College A College B College C College DY = College E 
College Related 
Business Volume $42,428,000 $22,635,000 $29,472,000  $20,067,000| $23,769, 000 
Total Expenditure $15,225,000 $8,246,000 $11,820,000 — $6,154,000 $7,472, 000 
Total. Revenue $16,132,000 $7, 480,000 $11,005,000 $6, 765,000 $6,985,000 
Local Revenue from Taxes, 3 3 
Tuition and Student Fees $9,843,000 $4,023,000 ° $6, 705,000 $4,462,000 ° $1,770,000 
Total Revenue from State, tte ~*~ ahi 
Federal and Ocher Sources $6,289, 000 ‘$3,458,000 $4, 300,000 $2, 303,000 $5,215,000 
~ Ratio of Business Volume 
* to Expenditures » 2.79 2.74 2.49 3.26 3.18 
Ratio of Business Volume 
to Local Revenue 4.35 5.63 4.40 4.50 13.43 
Ratio of Local Revenue 
to Total Revenue 61 53 .61 . 66 ',25 
3-27-80 t 
cav 
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College P 
$10,408,000 
$2, 864,000 
$2,895,000 


$1,451,000 

$1,444,000 
162 
tae 
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At the same time, they were spending part of their income within the | 
v 
-district creating economic benefits. 


“~~ The estimated economic impact of the six community colleges is 


concluded to be large. ‘The money, spent by the peraees and their several 
_ o 
hundred faa provides economic peneces as well as educational, 


aesthetic and service benefits. , The Pere benefits are even 


oT 


greater. 
Summary 

The economic impacts of a college on its district are varied and Satie 
‘plex, and the interpretation of the impacts as revealed by this study 
should receive careful consideration. The estimates based on this study 
ure conservative. The model, developed for the expressed purpose of 
measuring econsais impact of colleges and universities, has been tested 
and validated by use‘ in earlier research. In this study the ressncien 
also used the most cautious figures Yn calculating the impacts. 

Dollar amounts . should be used as defined by the models. It would be. 
erroneous and. misleading to combine any of the figures or try to arrive os 
“at a total dollar figure. Each model . represents a different kind of - 

impact. © Therefore; Sy ‘rapresentation* should keep the models generated 

and shoutd be interpreted within the limits of each model's ‘definition. 

a-expenditures-of-the ~colleges~ ‘in=this: “study: “aprenant- 18 Pere benernnnnnnnnenna 

- oF the operating expenditures for’ all of the districts =n the state. te 
ee ~the-assuapt ion- was ‘nade. thatthe - “91x. colleges - in. this. SUNY CWEPC cB ccicccsrencion 
. “representative sample and the same preporsson of expenditures to impact canes. ae nar 

- | 7 jas. applied to the expenditures of the entire state, the estimated impact 

of business volume would be. $850. aiiiéon. ‘actually, this would be a low. 


aR 


, astinaté and. in all probability the. impact would, epee $1 billion. 


ia . ‘ 


.' This is based upon the suite ton: Kins a higher percent of expenditures 
of the colleges would be made within the state than made within a single 
district. The percent of expenditures made within an area is a 
significant factor in determining the impact of business volume. 

A state-wide study would be difficult to coordinate and conclude. 


But as the techniques are simplified and information becomes more readily 


available, such a study becomes more practical. 
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BV 
College-Related Local Business Volume 


“ (E + (P 


) ) 
L'CR "-* LB'CR + (BVy)op 


(Eo = Sati aeceatetal local expenditures 


“Ree = purchases from local sources by local businesses 
oa in support of their Rate ences business 
. C \ volume 


(BV, )cp = =\local business volume stimulated by the axpundte 
< \ture of college-related income by local ‘individuals 
tae than faculty. staff, or students 


\ 


oh. 
Model B-2 \ 


(PR, den 


Value of Local Business Property Committed ah cottege-Retated Business 
: —(PRa op = ie ) | 
rai - BCR B/CR + (Tg)ce 
(8g = value of local business real. property committed: to college- 
» 7." pelated: ‘business ° . 
scr = value of local business ‘inventory committed to college-related 
eo * business ‘ 
“Model a3 
ee ea Te Le CR I siiaeincaciaiiali 
Expansion -of the Local Banks" Credit Base Resulting from: colTege-Related 
Deposits ... 
rete ntet acti sate srorttigvarerircinititer bee teerewiinee seman) line doterttiermerry ve bribes t= re : son erecaglrvenenntteritrenenvesty 
- cB = (1-t) [1D, + “(o,) (F) + (104) (s)) + (1-d) [0D, + (DDg) (F) + (0D,) (S) + 
= _ (ebv) (BV eq) . ae ’ 5 s F . 
t = = Tocal time-depostt” reserve requirement f 7 i 
a te “TD, e = average: time deposit: of the college in local banks . 
: = : im 1D, = average: time deposit of each Gen: and staff person in local Banke 
Pee gage a es > total number of. faculty and staff... oe soe x 
Be, ag ag ee OP OR 
tae We average. time. deposit. of each ‘student in tocal banks . 
DS We geo . . ny! ¥ "oy a ae a . o 4 r ‘o.* 
ate ang 6 Aa a PEAS SD. as poe 89, at gay 
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S s 
d = 
DD. = 
0D, = 
cbv = 
BVen Ss ® 
Model G-1 
Rep 


Model B-3. (cont.) 


total number of students 

local demand-deposit reserve requirement 

average demand deposit of the college in local banks 

average demand deposit of each faculty and staff person in local banks 
average demand deposit of each student in local banks 
cash-to-business-volume ratio 


college-related local business volume (model B-1) 


: a ? ) 
College-Related Revenures Received by Local Governments 


Ror = (Rredor * (Repo + (Rader 
(Reeder college-related real-estate taxes paid to Vocal governments 
(model G-1.1) | | 
(Retep sales tax revenue received by local governments as a result 
; of college-related local purchases (model G-1.3) 
(Rader = state aid to local governments allocable td the presence of 
| the college (model G-1,4) 
Model G-2 
(OC ps )cR- y 
arene wine Qperat-ing-Cost-ofLocat-Government-Provi ded Municipal -and-Publ.ic--School... ic 
“4 Services Allocable to College-Related Influences. 
oo ; (Oty, scr * (OCw)cr * (%ps)eR | 7 
(0Cy) op e operating cost of. local gavarnnanit=providad municipal servleas 
; 3 ' allocable’ to college-related influences (model G-2.1) nate 
be of * (0Cps)oR = operating cost of local public schools allocable to col pege 


related eho: (model G-2.2) 


Model _I-1 
J . | } 
“Number of Local Jobs Attributable to the Presence of the College | 


Jt Bet DUCE Yogi (004 pelea] 


F 3 total number of faculty and staff 


, ‘a =. full- time jobs per dollar of direct expenditures 1p the 
-  Jocal environment . 


(EL ep = college-related local expendi tures (mode1 B-1. W 


(Cy, ps)er *+ operating cost of government-provided municipal sa: 
public school services allocable to college-related 
influences (mode1 G-2) 


=e : 
‘Model _I-2 oe | o 
". Plop : wf ta “a | i : 
Snpsaint Income of Local Individuals From Cotlege-Related Jobs and 
| Business Activities ; 
| a Pcp = (fy ) (We) + (p) (EV ep | | 
7 A, : a proportion of faculty. and staff residing locally (see node B- 1. Vee 1) 
a ae “ > gross compensation to faculty and staff 
= ’ pe payrolls and profits | ‘per dollar of.local direct illicit 


rare aA AARON ASIEN NNN DMSO IRL ini shen hindi aaah adaabdanaead 


oo sathepsiaienbniznin iio alle Gapeneattalinieeapelineell ianpvrsibesoieeandeteinaneneascatennagyninaiaiaten 
eee over. =‘college-retated local cperetre ode B-1.1) . 
mtenmantpe = ripest anno oe eden: peemrsrerypenttinnpiracopeeiett rm ee ee meme spaloitahreneniherieggn ttt ‘ sere cuneate ees reasoner ise empephnre sertita 
a wae as ee Re ie, edelideaeal P dealonts Maes aloe Seige ‘ 
a a a Can et a, 
re ae te .» Fal © LEARINGHOUSE FOR 
oA : A ais © ; * 4 fi . 2 JUNIOR COLLEGES ING : 
: ee 4 "96 POWELL ISR NA 90026 af 
. | at I yee 
Sai Bigcw its SL ee 
; Tia ie’, ae Ee ehh ae oe 
; : Re . 3] ) . aie 
ears ; ‘ 7 : * d . 
ia ee ‘ \ Me ae ete 


